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New York’s Fight For 
Better Mortgage Laws 


The Head of a Kindred Organization 
of MBA Tells Here What Has Been 
Done So Far and Plans for the Future 


HE idea of a mortgage loan made 

in the hope of future foreclosure 

has been handed down to us as 
something of a literary tradition. This 
antiquated concept no longer exists. 
Lending institutions of today much pre- 
fer to have their loans repaid over a 
period of years, with a reasonable rate 
of interest. 

If the members of the legislature and 
the creators of various bills could sit 
with lenders at their desks, they would 
see the lengths to which they go to help 
borrowers out of their difficulties. They 
compromise with him, they offer to re- 
arrange his mortgage and they lend 
every honest borrower their fullest co- 
operation. 

Many efforts have been made in the 
past to get our antiquated laws modern- 
ized. 

In February 1938 the Mortgage Con- 
ference of New York held a large meet- 
ing attended by 300 representatives of 
banks, insurance companies, realty 
boards and various civic associations. As 
a result a committee was formed con- 
sisting of bank representatives, insur- 
ance companies, bar associations, etc. 
The committee had various proposals to 
make and through their hard work cer- 
tain amendments to our present Civil 
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Practice Act were developed. We earn- 
estly tried to m\ke them as equitable as 
possible for everyone. 





ECAUSE New York State is 

thought to have the worst 
set of mortgage and foreclosure 
laws of any state except one, a 
report of what is being done to 
affect a remedy should prove a 
valuable guide for other states. 
The author of this article is 
president of The Mortgage Con- 
ference of New York and vice 
president of the Manufacturers 
Trust Company. He spoke be- 
fore members of the Savings 
Banks Association of New York 
a few days ago. 





First, I want to say a word about our 
existing foreclosure costs in New York. 
They are higher than in any other State, 
with the single exception of Illinois, 
based on the HOLC study. This present 
procedure is both costly and cumber- 
some and I challenge any one to deter- 
mine how it benefits either the owner 
or the borrower, or any one actively 
interested in their welfare or in the 


property itself. It is necessary for us to 
have a public auction sale of each prop- 
erty. Whether the auction develops bid- 
ders or not, the auctioneer must be paid. 
Then we have a referee to see that the 
auctioneer conducts the sale properly. 
He must also be paid. So that the sale 
may have the widest possible notice, it 
must be properly advertised. 

I have been trying to get the co-opera- 
tion of certain editors. If you listen to 
their arguments you will find it is really 
the foreclosure advertising that sells all 
repossessed real estate. They have no 
answer to the fact that nearly every type 
of lending institution has more unsold 
real estate on its books than it wants. I 
wish we had the time .ad money to 
search every real estate :oreclosure in 
New York, but I am sure we would not 
find the experience very much different 
than what exists in Manhattan. The last 
such survey The Mortgage Conference 
made was in 1937, when in the County 
of New York there were approximately 
1200 foreclosures. In spite of all the 
formality of notice of sale, public auc- 
tion, etc., we had exactly nine bidders 
for property other than the plaintiffs. 
Now what does that mean? For one 
thing it means that we pay the follow- 
ing costs: 

Public Notice of Sale $100 to $250 
Referee’s Fees $ 50 to $100 
a. $ 30 to $ 35 


If you will add the above high and 
low of these figures, you will find they 
run from $180 to $400 depending on 
circumstances; and that these 1200 fore- 
closures cost from $200,000 to $500,000. 








I think that was just so much wasted 
money. Foreclosures have been at a 
high rate in New York since 1930. | 
don’t think you will find the ratio of 
outside bidders in 1937 any different 
than the experience of the previous nine 
years 

Assuming that to be a fact, we will 
find that about 12,700 mortgages were 
foreclosed in the period from 1930 to 
1938, and this would have produced 
approximately 95 outside buyers. Now, 
over this period we then expended 


somewhere between $2,000,000 and 
$5,000,000 to find buyers for 95 parcels 


of real estate. These figures cover Man 
hattan only. A writer in the New York 
Sun recently published some figures on 
foreclosures in Greater New York. 


They are 

1934 24.619 
1935 21,266 
1936 14,729 
1937 11,304 
1938 11.677 

Total 83,595 

By using an average figure of $30 


for each foreclosure, the cost in Greater 
New York alone was $25,000,000 
What a staggering sum—and only for 
the City of New York! 

Our present method is cumbersome 
and must be revised. We must get on 
our statute books a law that will con 
form to modern conditions Such 
changes as we are about to recommend 
invade nobody’s rights. In our proposed 
Act we have “bent over backwards” in 
this respect. Despite what our oppo 
nents say (whose interest after all is the 
patronage), I assure you we have given 
the mortgagor every consideration. 


Mortgagors Are Hit Too 


I argue that these high foreclosure 
costs have a detrimental effect on the 
mortgagor. Come with me for a moment 
and sit behind the desk of the mortgage 
oficer of an insurance company that 
makes loans all over the country. You 
have before you two applications on 
similar properties. One of them happens 
to be in Massachusetts and the other in 
New York. Both States permit a loan 
at the same ratio of value. It is up to 
you as a lending officer to decide on 
what terms you would make the loan. 
You realize that foreclosure costs in 
New York, in the event of default, are 
at least $300, whereas the costs of this 
procedure in Massachusetts are but $30. 

We in New York know that our costs 


are higher. The difference in foreclos- 
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ure costs alone amounts to 7 percent ot 


the New York State loan on a valuation 
of $5,000. In analyzing the two risks, 
do you suppose that the New York 
borrower could persuade you to grant 
him as liberal a loan as the applicant in 
Massachusetts? I doubt it. I know that 
our foreclosure costs definitely deter 
banks in other States from purchasing 
FHA mortgages on New York proper- 
ties. Recently a New York State bank 
official told me that because of these 
high foreclosure costs he would pur- 
chase only FHA mortgages in other 
States. 





UDGING from the discussion 

in the press and at associa- 
tion conventions this Fall, the 
time has arrived for a broad 
offensive on the archaic and out- 
worn mortgage and foreclosure 
laws in most of the states. Mem- 
bers will recall our Conference 
on the subject at the Detroit 
Convention. In our last issue 
two retiring local MBA presi- 
dents, George H. Dovenmuehle 
and Aubrey Costa, set forth the 
views of their organizations, In 
addition, we printed comments 
by speakers at the U. S. Build- 
ing and Loan League and Asso- 
ciation of Mutual Savings Banks 
meetings. In this issue is a state- 
ment by FHA Administrator 
WUcDonald. Never before has 
this matter attracted so much 
genuine attention, 





I contend that high foreclosure costs 
act to the detriment of the borrower. 
There is no room for us to extend grace 
periods. By the time we get possession 
of a piece of property there is deferred 
maintenance. In nearly every instance 
we are obliged to spend considerable 
money on repairs to put the property in 
salable condition. With all the other 
expenses of tax arrears, sales commis- 
sions, etc., in addition to our foreclosure 
expense, we must then step in quickly 
to protect our depositors’ money against 
loss. But if we had this 7 percent dif- 
ferential, we could be more lenient. Go 
to the records! You will find that fore- 
closures in Massachusetts are at a much 
lower rate than in New York. And 
Massachusetts has had a long depres- 
sion, with mills shut down, etc. 

Everybody knows that our laws are 
presently objectionable. We have the 
support of the New York Chamber of 
Commerce, all the real estate boards, a 


number of upstate associations, the 
FHA, the HOLC, the savings and loan 
associations, and others. 

Governor Lehman said this to the 
legislature: 

“It is also recommended that your 
honorable bodies modernize our mort- 
gage foreclosure procedure so as to 
avoid unnecessary cost and delay. 
The high cost of foreclosure in this 
State benefits neither the borrower 
nor the lender. It discourages mort- 
gage financing and thereby hinders 
new construction and depresses the 
real estate market.” 

The Superintendent of Banks says: 

“The high cost of foreclosure in 
this State has also been subject to 
much discussion and criticism, but 
amendments to the statutes are neces- 
sary before any fundamental reform 
in this field will be possible. A sur- 
vey of HOLC foreclosures reveals 
that the average cost of foreclosure 
proceedings in New York is higher, 
with one exception, than in any other 
jurisdiction, and that it is ten times 
the average Massachusetts figures. 
Excessive and unnecessary costs are 
an obstacle to home construction and 
home ownership because a lending 
institution is forced to charge higher 
rates and to make smaller loans in 
order to provide for possible future 
expenditure should foreclosure be- 
come necessary. A uniform mortgage 
law has been proposed as a solution 
of this problem.” 

Realizing the difficulty of getting a 
uniform mortgage act, we want the 
Superintendent of Banks to change his 
recommendation to agree with our pro- 
posed changes in the Civil Practice Act. 

Preliminary discussions with legisla- 
tive leaders indicated that they realized 
the problem and were hopeful of doing 
something for real estate. Then some- 
thing happened—very quickly and ef- 
fectively. How it happened we found 
out later. The story is interesting. 


This Is the Opposition 


An organization called the New York 
Press Association sent out a bulletin to 
its members, who are, we understand, 
principally weekly newspapers upstate. 
The bulletin charged the sponsors of 
the bill with trying to take property 
away from home owners. It asked, and 
got, telegrams, phone calls, and edito- 
rials. To give you an idea of the type 
of opposition that developed, here is a 
quotation from one editorial: 

“The Williamson bills . . . have the 


THE MORTGAGE BANKER 





support of ‘loan sharks’ in New York 
City. On the pretense of ‘economy’ 
these clever boys want to get a bill 
through the Legislature eliminating all 
advertising of foreclosures, so that they 
will be able to buy property for a song 
at a nice, quiet little sale, and then sell 
it at a big profit.” 

They went further. I only learned a 
short time ago that a certain editor of a 
weekly paper is a director of a certain 
financial institution. He misrepresented 
the sponsors and the purpose of the bill 
to the president of that institution, who 
apparently, without study of the pro 
posed bills, had a resolution adopted by 
a county association and broadcast let- 
ters to like institutions in the city rec 
ommending opposition. It is almost un- 
believable the influence these small 
weeklies exert on the legislature. We 
definitely counted on upstate coopera- 
tion. 

The city and state bar associations 
for some time have had committees 
studying foreclosure procedure and 
costs, indicating that they are aware of 
the unsound practice now in existence. 

But there are some individual attor- 
neys when the bills were introduced 
who sprang in alarm to their various 
district leaders and cried that if they 
passed there would be no legal business. 
Again a lack of understanding. I feel 
definitely that all honest publishers and 
attorneys must come to the conclusion 
that our proposed bills are equitable 
and that their opposition is both un- 
sound and unfair. 

Only one of the bills we have submit- 
ted deals with foreclosure advertising, 
and it provides: 


What One Bill Proposed 


1. That a plaintiff may elect, on start- 
ing a foreclosure, to request that 
title be conveyed to him by judg- 
ment of foreclosure without sale. 
If he so elects, the plaintiff is re- 
quired to advise each party to the 
action of this intention. This is 
done by a notice that is served with 
the summons. 
3. The action then takes the usual 
course to judgment. 
4. If at any time prior to judgment, 
any party to the action—including, 
of course, the owner—who believes 
that there is an equity in the prop- 
erty, may demand a sale. 
If the Court determines that there 
is an equity, the property is ordered 
sold—with advertising and all other 
features of the present foreclosure 
sale. 


=) 


4t 


6. In determining whether there is an 
equity, the bill specifically provides 
that the Court need not necessarily 
value the property at current levels, 
but may use “such earlier date as 
there shall have been any market 
value thereof.” 

This means that sales will be elimi 
nated with all their red tape and ex- 
pense where no equity exists, but that 
where the fair and reasonable value of 
the property is greater than the mort- 
gage, a publicly advertised auction will 
be held as at present. 





HAT sort of opposition 

will mortgage bankers meet 
when they begin their assault 
on these out-moded laws? Mr. 
Goess gives a clue when he re- 
cites what has been experienced 
in New York. He tells of one 
organization circulating a bulle- 
tin to weekly newspapers de- 
scribing the sponsors of the 
movement as “these clever boys” 
who “want to get a bill through 
eliminating all advertising of 
foreclosures, so that they will 
be able to buy property for a 
song at a nice quiet little sale 
and then sell at a big profit.” 
Bitter opposition of this type, 
however unfortunate, must be 
expected, the author declares. 
MBA members will no doubt be 
impressed with the fact that a 
uniform act is not being sought 
in New York but merely a re- 
vision of present statutes. 





The other two bills simply authorize 
service on judgment creditors by mail, 
instead of personal service as at pres: 
ent and allow the plaintiff to serve as 
receiver in cases where the judge be- 
lieves the plaintiff is properly qualified 
and willing to serve. 

There is competition between the 
bench and political leaders for these 
foreclosure plums. It’s a bad situation 

one of which Mischa Auer would say, 
“Confidentially, it stinks!” Here is what 
the New York World-Telegram said: 

“The mortgage foreclosure system, 
which often has been no better than 
a racket as it worked out through ex- 
cessive fees and useless advertising, is 
due for overhauling. Foreclosures are 
an issue on which a certain number 
of the beneficiaries of waste will be 
lined up solidly in opposition to 
change. Against them, we believe, 


are an overwhelming number of the 
general public who are due finally for 
relief.” 

The opposition is strong and well or- 
ganized. Though every disinterested 
person will agree that relief is needed, 
real work is required to get the laws we 
need. We are now organizing an in- 
tensive campaign to start shortly with 
this objective—to have each member of 
the Legislature go back to Albany on 
January first equipped with first-hand 
knowledge of how the civic leaders of 
his own community feel about the con- 
structive nature of this legislation. 

The beneficiaries of waste in mort- 
gage foreclosures will naturally battle 
to protect their fees. But they can only 
be effective behind.a smoke screen of 
misrepresentation of the facts. Real es- 
tate men, property owners, and the 
sources of mortgage financing must keep 
at the job of presenting the facts clear- 
ly and accurately. Modernization of 
the New York law governing this phase 
of our business is so obviously needed 
in the best interests of the people that 
all we need to do is to bring out the 
facts. I have never yet met anybody 
who doesn’t agree that our system is 
archaic, putrid, a racket and should be 
changed. It must be changed, but it is 
a big job. Its importance to real estate, 
construction and mortgage financing 
warrants real effort. 


BUILDING COSTS DOWN 
ACCORDING TO THIS 


It costs $237 less to build a standard 
six-room house in four FHLB districts in 
September than it did in September, 
1938. Average cost was $5,817: and this 
compares with $5,418 shown in a recent 
MBA survey for the average new house 
being built—a difference of not quite 
$400. 

Roy Wenzlick has each month since 
1914 figured the cost of building a house 
which has actually been constructed in 
St. Louis. In 1920 this typical six-room 
house would have cost $8,006 to build. 
This figure has decreased until the same 
house today would cost but $6,215. Had 
this house been built in July of 1914, it 
would have cost but $4,254. However, 
by 1920 the cost of the same house 
would have risen to $8,006. 

PWA\’s forty-seven housing projects, 
costing more than $96,000,000, have 
averaged $4,473 per dwelling unit, or 
$1,270 per room. Chicago architects 
declare that they have been building six- 
flat apartment buildings for as little as 
$1,050 per room. 
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Thoughts on the Trend 


of Interest Rates 


A Banker Looks at This All-Absorbing 
Topic of Today and Concludes that Many 
Diverse Factors Exert an Influence 


N 1914 we were just beginning to 
Dinint about the possibilities of the 

operation of the Federal Reserve 
System: today control of the system has 
become pretty well centralized in Wash- 
ington, and in various ways, especially 
the work of the Open Market Commit 
tee, the Board is in a position to exert 
considerable influence on the money 
market 

In 1914 bond prices were not high; 
as a matter of fact, they had been de 
clining for several years. As a conse 
quence, the market was not so sus 


ceptible to shock as the present one 
* oe * 

In 1914 the total governmental debt 
was not a great deal more than the an 
nual interest requirements on our pres 
ent direct debt 

In 1914 bonds represented a minor 
portion cf the earning assets of most 
banks. During recent years the dearth 
of commercial loans has been so great 
that bonds constitute, for most banks, 
the largest proportion of earning assets. 

* * * 

At the end of the last war there was 
a substantial need for funds to finance 
many types of activity, particularly 
residential construction. It was not until 
a year and a half to two and one-half 
years after the war that interest rates 
reached their peaks. 

Today the consensus of opinion seems 
to be that if there could be agreement 
on an enduring peace, which all of us 
would like to see—one which might 
promise freedom from conflict for a con 
siderable period of years—the resultant 
demobilization of armies, bringing up 
problems of absorption of those men 
into normal peacetime activities, accom 
panied by the stopping of armament 
production, might easily put the world 
back in the doldrums for a time 

With little demand for money, it 
might mean a protracted period of low 
interest rates, 

* * * 

Consider the heavy inflow of unwel 

come gold. In 1914 there was a pro- 
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nounced outflow of gold for a short 
time after war was declared, and the 
pound sterling advanced to about $7 





ROBABLY no other subject 

commands the attention in 
mortgage circles today as does 
the possible trend in interest 
rates. It was probably the most 
discussed subject around the 
Detroit Convention. Here are 
some general observations made 
by an official of the Harris 
Trust and Savings Bank of Chi- 
cago at the American Life Con- 
vention meeting. It would be 
unfair to Mr. Rigler to call this 
a condensation of his address 
which was a comprehensive ana- 
lysis of the matter. This is 
merely a collection of some of 
the points he emphasized in 
discussing the possible trend in 
general interest rates. 





At that time the United States was a 
debtor nation. After the war had pro 
gressed for a time, gold began to flow 
back to this country, the pound sterling 
receded to parity, subsequently declined 
to about $4.75, and even reached a low 
point (in 1920) of $3.20. 

Today we are the World's creditors. 
Now the gold continues to come to this 
country, and the pound has slumped 
badly, touching a low of $3.75. Until 
we see assurance of lasting peace, carry- 
ing with it some settlement of Europe's 
economic as well as its politica! prob- 
lems, it is hard to imagine a substantial 
return flow of gold. 

European capital is badly and justifi- 
ably frightened, and these “refugee 
funds” are not likely to venture from 
their haven until the war clouds have 
passed. 

* oe & 

We must not ignore the heavy artil- 
lery which is available, and which 
might be used to try to batter down in- 


terest rates if they should stick their 
heads up very much higher than the 
present horizon. 

What about business itself? We have 
an impressive store of credit waiting to 
be used; what are the prospects for the 
utilization of that credit by American 
industries? 

In the first place, a large number of 
American corporations are in excellent 
cash position. The initial stages of a 
substantial business recovery could take 
place without much extension of credit. 
If expansion of business activity should 
continue, however, there is good basis 
for believing that costs would mount, 
and that there would be some expansion 
of loans. ys 

There seems to be general agreement 
that a sustained business recovery, pro- 
viding some hope for profits, would be 
a signal for unions to assert their claims 
for a share, thus adding to production 
costs. Among other things, it is esti- 
mated that any appreciable improve- 
ment in business is likely to uncover a 
shortage of skilled labor, thus putting 
a premium on trained workers. In other 
words, labor costs, starting from a high 
base, promise to continue upwards. 

Some estimate that, if we stay out of 
war, and have a sharp increase in busi- 
ness activity, our present tax structure 
might produce enough revenue to bal- 
ance the Federal budget. On the other 
hand, it seems unlikely that we may ex- 
pect a reduction in taxes in the near 
future, so that the tax factor in produc- 
tion costs at best will be unchanged, and 
it might even be increased. 

* * * 

Prices of many commodities have 
been depressed for so long that a flurry 
of activity such as took place early in 
September led many persons to fear that 
all commodities would go skyrocketing. 
It is a question of perspective. The price 
rise in many commodities started from 
a very low base, and while the increase 
was spectacular as a percentage, it was 
not very great in actual amount. The 
statistical position of many commodities 
provides no basis for a runaway bull 
market, although it must be kept in 
mind that a major war can accelerate 
adjustments which take a long time 
under peace conditions. 

Many persons, for instance, have in 
mind that in the Civil War, commodity 
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prices rose about 171 percent from 1861 
to 1864; and during the World War, 
they jumped 149 percent from 1914 to 
1920. 

I have not mentioned one element 
dificult to prognosticate—an element 
which does not pay very much atten- 
tion to such fundamental influences as 
supply and demand—and that is the 
psychological factor. In a period of 
world unsettlement, with major nations 
at war, there cannot be a risk-free in- 
vestment. Markets are heavily in- 
fluenced and, in many cases, actually 
dominated by fear—fear of heavy de- 
clines in security values, fear of the 
future purchasing power of the cur- 
rency, fear about the future of the 
capitalistic system, and, of course, in 
many countries, fear for the future of 
the Government, depending upon the 
outcome of the war. 

It is inevitable that some of these 
fears should influence our thinking and 
be reflected in our markets. The force 
of fear is so great that it seems at times 
completely to ignore statistical factors, 
and, feeding upon itself, to start a trend 
which eventually may actually modify 
many statistical factors. It is this at- 
tempt on the part of investors, dis 
turbed by fears, to evaluate risks which 
undoubtedly is one of the important 
reasons for the hardening of interest 
rates in war times, in addition, of 
course, to the undeniable basic statisti- 
cal reasons. 

Of active interest to all institutions 
which have money to invest is the ques- 
tion of the availability of issues through 
public offerings. The SEC Act requires 
a waiting period of twenty days after 
registration before an issue can be 
offered to the public. Think what the 
first twenty days of September meant in 
the bond market! 

We must recognize many forces 
which in history have brought about 
higher interest rates. The longer the war 
lasts, the more we may expect normal 
business relationships to be disturbed; 
those conditions in belligerent countries, 
and, in many cases, in neutral countries, 
in past wars have brought about 
markedly higher interest rates. While 
our credit position statistically seems 
almost impregnable, and there appears 
to be good reason for thinking that it 
would tend to cushion a further rapid 
or drastic decline in high grade bond 
prices, there is very much of a question 
as to whether those forces, some of 
which are undeniably artificial, can pre- 
vent a hardening of interest rates 
brought about by higher production 
costs, including higher commodity 
prices, and a fear psychology. 


DRIVE ON ARCHAIC MORTGAGE 
LAWS IS GAINING MOMENTUM 


FHA has begun to press for modern 
mortgage and foreclosure laws. MBA's 
Conference on the subject at the De- 
troit Convention was only one of the 
many such discussions held this Fall. 
Mutual savings banks are tackling the 
problem and of course the Federal 
Home Loan Bank Board has long been 
interested. Mr. McDonald declared that: 

“It apparently is dificult for the pub- 
lic to realize that foreclosure statutes on 
the books of many states dictate to a 
considerable extent both the cost of 
mortgage money to the borrower and 
the type of home financing plan used 
by the lending institutions of that state. 

Lenders are unwilling, because of ex- 
tremely high foreclosure costs in rela- 
tion to down payments, to make loans 
under the new FHA Title I home loan 
insurance plan. This plan permits fami- 
lies with incomes as low as $900 to 
$1,500 to purchase new homes with 
down payments as small as 5 percent of 
the appraised property value. 

“Stringent foreclosure statutes might 
be justified, of course, if they afforded 
greater protection to the rights of home 
owners. Unfortunately, they afford no 
more protection to worthy borrowers 
than some of the least costly and most 
expeditious statutes now in effect. 


Urges Uniform Act 


“Consequently, there is a growing 
feeling that steps must be taken to pro- 
vide uniform mortgage laws for all 
states, which will provide maximum 
protection to worthy borrowers and 
will, at the same time, permit lending 
institutions to advance funds to prospec- 
tive home buyers on terms as favorable 
as those now given citizens of other 
states.” 

Where foreclosure costs on a $3,000 
property run as high as $350, lenders 
are less willing to undertake the risk of 
handling a loan involving a down pay- 
ment of only $300. In other states, 
where costs of foreclosure are generally 
less than $100, lenders are in a more 
favorable position. 

“The passage by states of the Uni- 
form Real Estate Mortgage Act, pre- 
pared by the Central Housing Commit- 
tee, would seem to be the logical solu- 
tion to the problem now faced by bor- 
rowers, lenders, and the building indus- 
try,” Mr. McDonald said. 

“This proposed act, if enacted by the 
states, would tend to standardize the 


home mortgage structure still further, 
to equalize the cost of home mortgage 
money, and to give a final impetus to 
the use of the long-term amortized high- 
ratio home mortgage.” 

The National Association of Real 
Estate Boards is also seeking a re-study 
of mortgage foreclosure laws in the var- 
ious states and, according to a recent 
statement, “for amendments to provi- 
sions for deficiency judgments which 
would provide: (a) that no property be 
sold at a foreclosure sale at a price less 
than its fair market value; (b) that the 
mortgagee be required to elect whether 
or not to take a deficiency judgment 
within a specified reasonable period of 
time; and (c) that where deficiency 
judgments have resulted from fore- 
closure of mortgages, particularly those 
on homes or farms, that the rights 
under these judgments expire within a 
specified reasonable number of years. 

“There is a marked difference in the 
mortgage foreclosure laws of our var- 
ious states. Abuses have resulted from 
the provision for deficiency decrees 
under certain mortgage foreclosure laws 
which have resulted in injustice to the 
borrower and have acted as a deterrent 
to a more widespread ownership of real 
estate.” 


NINE MONTHS’ MORTGAGE 
TOTAL NEARLY 3 BILLION 


The total number of non-farm mort- 
gages of $20,000 and less recorded in 
the United States in the first nine months 
this year aggregated $2,790,863,000. 
Recordings in the third quarter were 
nearly one billion dollars and practically 
equaled those of the second quarter and 
were $200,000,000 more than for the 
first quarter. 

In the first nine months, savings and 
loan associations accounted for 31 per- 
cent of the mortgages recorded, fol- 
lowed by banks and trust companies 
with 24 percent, and individuals with 
18 percent. Insurance companies did 9 
percent of the business and the mutual 
savings banks 4 percent with “all 
others” accounting for 14 percent of the 
total. 

Some members have asked how these 
figures are computed. They are based 
upon official reports received from 
counties with roughly 55 percent of the 
total non-farm population in the United 
States. 
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gociationf LIVES 


% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 






TEXAS MBA WANTS 5% INTEREST RATE RESTORED 


By adopting a resolution at its annual 
convention in Houston advocating the 
restoration of the FHA 5 percent inte 
est rate, the Texas Mortgage Bankers 
Association went on record as the first 
organization to suggest this change—a 
change which many believe others in 
time will favor in view of the stiffening 
trend of the money market. 


The convention was one of the larg 
est for this MBA local group. Frank H 
Woltf of San Antonio was elected 
president for the coming year succeed 
ing Aubrey Costa, a portion of whose 
address appeared in our last issue. Mr 
Wolff has written two articles this year 
for THE MortTGAGE BANKER. R. N. Gay, 
Houston, Sig. N. Schwabe, El Paso, and 
G. D. Anderson, Wichita Falls, were 
elected vice presidents. T. A. Blakeley 
of Dallas was re-elected secretary-treas 
urer. Eight new directors were elected 
including I. B. McFarland and R. D 
Buck Walton, president of Houston 
MBA, both of Houston: C. M. Holt, 
Amarillo, and J. F. Holliday, W. F. Gil 
lespie, R. S. Shelburn, J. S. Pulliam and 
M. H. Guillot, all of Dallas 


Byron T. Shutz, Kansas City, Mo.., 
president of the Mortgage Bankers As 
sociation of America, in the principal 
address, said that construction this year 
would total a billion dollars—the first 

; 


billion di 


He compared conditions of today with 


1 . 
lar year since 1930 


those immediately preceding the war of 

1914-18 and predict that both inter 
. 2 : 

‘st rates and Dulding matenal sts 


would ris 

For several years real estate has of 
fered one of the safest opportunities for 
savings and investment funds. This op 
portunity is still available, though it is 
becoming evident that a shorta ye is de 
eli ping in certain types of property 

He said that low interest rates for real 
estate financing had not been the stimu 
lant that some expected and added that 
money had, before the outbreak of the 
war, almost reached*a point where it 
was not worthy f its hire, but added 
‘conditions have and are changing 
swiftly. The world has moved into a 
new cycle.” 
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Shutz said that the increase in mort 
rage rates was being foretold by the 
increase in the yield of bonds. He said 
the country, this Fall, had reached the 
tenth anniversary of the start of an eco 
nomic revolution. 

Changes that have taken place during 
this revolution, he declared, were in the 
transportation systems, the housing field 
and the large holdings of real estate by 
institutions. 

He criticized the Hawley-Smoot tariff 
as the cause of many of the nation’s 
economic ills. Surveying the situation 
today, he said farm prices are still too 
low, and that there appears to be a per 
manent unemployment situation on 
America’s hands. 

“Not the war, but an accumulated de 
mand in this country for housing, has 
caused the present advance. Many in- 
dustries are working 24 hours per day. 
The distance between engines and ca- 


booses is longer.” 


He praised zoning laws as a safeguard 
for real estate values. 

Referring to the United States Hous- 
ing Act and its possible enlargement 
and extension, I. Friedlander of Hous- 
ton said: 

“We have started down a road in the 
building industry which may end in the 
undoing of all lines of business con- 
nected directly with home mortgage 
loans and even furnishing homes.” 

Private capital cannot occupy the 
same field, much less compete with gov 
ernment, he said. 

Secretary George H. Patterson made 
a brief address in which he reviewed 
the work of the National Association 
and its plans for cooperating with local 
groups in the future. 

More than 150 attended the meeting, 
which Secretary Patterson believes was 
one of the most successful local MBA 
conventions held in the past decade. 








t 








At the Texas MBA Convention: Left to right, seated, Aubrey M. Costa, retiring Texas MBA 





head, Byron T. Shutz, MBA president, and George H. Patterson, MBA secretary-treasurer. 
Standing, R. D. Buck Walton, Houston MBA head. 
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CARS AND HOUSES 


This is the traditional season for the 
motor car industry to step forward and 
introduce its new models to the public 
through the medium of the annual auto 
mobile shows. For a great many inter- 
ested in mortgage financing, it always 
calls to mind the parallel which many 
authorities persist in drawing between 
the building industry and the motor car 
industry. George H. Dovenmuehle, re- 
tiring CMBA president, said it again 
when he recently declared that the 
building industry still has that goal 
ahead of it—to make home owning as 
attractive as car owning has become. 

The Chicago Tribune boils the matter 
down in a paragraph when it says: 

“The trouble with this country is that 
too many of its industries have allowed 
themselves to grow old. They have not 
had the aggressiveness and initiative 
which are necessary to avoid a decline. 
To take an example: Fifteen years ago 
as much money was spent annually on 
homes as on new automobiles. Now the 
annual expenditure for automobiles is 
about as great as it ever was. But the 
annual outlay for new houses, despite a 
considerable improvement, is only about 
one-third as much as in the early ‘20s. 
The home building industry can’t come 
back until it is able to arouse the interest 
and attract the attendance of this week’s 
event (automobile show) at the stock- 
yards.” 


NO TAXES HERE 


No matter how deeply federal agen- 
cies become involved in real estate ven- 
tures they will continue to enjoy the tax 
immunity of government instrumentali- 
ties. This fact has just been re-estab- 


lished by the Supreme Court in a Mary- 
land case. HOLC sought to record a 
mortgage for a piece of Baltimore prop- 
erty. Maryland asked for a state mort- 
gage tax based on the value of the loan. 
HOLC refused to pay and the case went 
to the high court which affirmed the 
action of the lower courts. John Mar- 
shall’s decision of long ago was cited as 
the basis for again establishing the prin- 
ciple that federal instrumentalities are 
tax exempt. 


SELF-SUPPORTING 


FHA says it will be entirely self-sup- 
porting in the next fiscal year—even to 
the extent of adding to its insurance re- 
serves. Estimated income for the year 
beginning July 1, 1940, is set at $22,- 
000,000 with expenses around $13,800,- 
000. FHA is now paying a major part 
of its operating expenses out of income. 

“Largest share of the FHA’s income 
in the next fiscal year will come from 
insurance premiums paid on mortgages 
already in effect; this, it is estimated, 
will exceed $9,000,000. In addition, ini 
tial insurance premiums on mortgages 
written during that year will amount to 
an estimated $3,500,000. Fees received 
for the examination of mortgage loan 
insurance applications are estimated at 
more than $3,600,000. Premiums from 
borrowers in order to pay off mortgages 
in advance of maturity will total about 
$500,000. Premiums and fees paid on 
large-scale housing mortgages will total 
about $1,500,000, while fees and pre- 
miums paid on Title I modernization 
loans will exceed $3,000,000. (The first 
Statement given out by FHA said pre- 
miums and fees paid on large scale 
housing mortgages will total about $3,- 
000,000—FHA later correcting this to 
read $1,500,000.) Income on investments 
will amount to about $900,000, bringing 
aggregate income to more than $22,000,- 
000,” FHA’s statement reads. 

“Expenses will be paid out of the 
mortgage insurance fund and the hous- 
ing insurance fund and out of Title I 
premiums. There will be a surplus after 
these expenses are paid, which will ap- 
proximate $8,500,000 and which will be 
added to the insurance funds.” 


ASTRONOMICAL NOTE 


The federal debt has gone over the 41 
billion dollar mark and is now within 4 
billion of its limit. The federal debt was 
slightly over 16 billion dollars on 
December 31, 1930. It now averages 
about $311 per person as against $129 
per person at that time. 


CHEERFUL EARFULL 

Extent of the business recovery so far 
this Fall can best be seen by the decline 
in September of unemployment by near- 
ly 7 percent—falling below 9 million for 
the first time since November, 1937. 
Number of jobless in September is set 
at 8,798,000. February unemployment 
was estimated at 10,694,000 and there 
has been a decline of 18 percent since 
then. 

Further recovery is seen by the fact 
that new orders received by manufac- 
turing companies rose 61 percent in Sep- 
tember, the greatest monthly advance in 
more than a decade. 


MOTHER-IN-LAW 


The height of something or other in 
housing discussion has been reached in 
the “mother-in-law” problem as it ap- 
plies to construction. A “mother-in- 
law” house has been designed and ac- 
cepted for the portfolio of home designs 
under the Federal Home Building Ser- 
vice Plan, according to the Federal 
Home Loan Bank Board. It is designed 
to meet this particular housing problem 
with houses in a price range from $4,500 
to $5,500. 


New Orleans Mortgage 
Men Form Association 


Organization is announced of the New 
Orleans Mortgage Brokers Association 
with an initial membership of ten firms 
of which two are also members of 
MBA. These are Wilfred G. Gehr and 
the Standard Mortgage Corporation. 
Stanley M. Lemarie has been elected 
chairman and Lionel Adams secretary. 

Establishment of this new local mort- 
gage group came about because of a 
desire for joint co-operation in making 
FHA loans. One of the first moves in 
this direction was the insertion in New 
Orleans papers of a half page adver- 
tisement, signed by the member firms, 
which described the advantages of buy- 
ing a home now and financing on easy 


FHA terms. 


The Association has made arrange- 
ments with F. L. Baily, state director 
for FHA, for clinics at which members 
of the underwriting department of the 
FHA will meet with representatives of 
the association’s members. The require- 
ments of the FHA and the methods of 
processing loan insurance applications 
will be reviewed in detail. 
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What the USHA Record Shows 


The Nation’s Great Venture in Low 
Third Year: 


into Its 


Here 


Goes 
Far? 


AST 
eo the 


eve! 


first tenants of 
development 


and 


the 
housing 
built this country 
probably in any other country 
getting settled in their new quarters, the 
federal agency that had made it possible 
subjected to a critical review 

Because the United States Housing 
Authority 1s entering its third 
year, and for this reason and others, its 


week 


largest 


aS 
in 
were 
was being 


now 


friends were pointing out many of the 


ot 
an 


accomplishments to its credit. One 
these fact that 
increase in capital has been asked for 
and naturally putting the best foot for 
ward would not be harmful making 
this possible. 

Mortgage men probably haven't fol- 
lowed USHA’s career as closely as they 
have that of FHA because its operations 
do not directly touch their own as vital 
ly as do those of the latter. They know, 
of course, that USHA was late in get 
ting started, that there was often ru 
mors of conflicts between its officials 
and congress and that some of its proj 
ects proved too high-priced for low in 


other reasons is the 


come groups 

But USHA has something to show 
for its two years in business. Major 
achievements last week were set down 
about as follows 

Loans totaling 31 repre 
senting 90 percent of the $579,035,000 
total estimated of 297 
have been approved for 135 communi 


$521,317,000, 


cost projects, 
ties 

A total of 115 projects, designed to 
provide approximately 47,044 low-rent 
dwellings, have into construction. 

More than 10,000 persons will have 
migrated from substandard slum dwell 
ings into new USHA aided projects by 
the end of this year 

Approximately $84,800,000 
tined to be spent for building materials 
on the 115 projects already under way 

An estimated $68,542,000 will 
into the pay envelopes of 140,600 con 
struction engineers, building trades 
mechanics, laborers and clerical work 
ers engaged directly on the sites of 115 
projects under construction. 

An additional 43,000 “off-the-site” 
workers will receive a full year’s em- 
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gone 
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go 


Are the Facts 


What Has It Done 
as USHA Presents Them 


Cost Housing 
So 


ployment in the production, fabrication 
and transportation of building materials 
for these projects. 


Dwellings 


now under construction 


will be completed for an average net 
construction cost of $2,890 per dwelling 
unit. 


Shelter rents will average $12.25 per 


dwelling per month in the South and 


$1 


7.50 in the North. This will permit 


families with net annual incomes as low 


as $300 in the 


South and $600 in the 


North to be diable as tenants. 


The housing program has withstood 


legal attacks in 16 State tribunals, all of 


which 


have handed down Supreme 


Court opinions sustaining the constitu- 
tionality of the program. 


And looking into the future Nathan 


Straus said: 


71 


Bids will be opened for an additional 


rojects, containing 24,000 family 
P ) 


dwelling units, between now and the 
end of the present calendar year. 


A 


total of 121,000 dwellings will 


have been completed or will be under 
construction by the late Spring of 1940. 


An 
move 
reaching completion 


families will 
into new projects 
during the next 


average of 3,500 


each month 


eight months. 


The 
calls 
which 
$770,000,000 
house 


come 


present program in its entirety 
totaling $693,000,000, 
90 percent of the 
of projects to re- 
approximately 160,000 low-in- 
families of 155 communities now 


loans 
defray 


for 
will 


cost 


having either loan contracts or earmark 


ing funds. 


Completion of the program 


will see the removal of 640,000 persons 
from substandard living conditions to 
new low-rent homes. 


When 


the USHA was born two 


years ago there were only 46 local hous- 


ing 


authorities in the United States, 


many of them existing merely on paper. 
Today there are 266 of these agencies. 


local housing authorities to 


USHA also has a new financing plan 
which Mr. Straus describes 


as: 
will enable 
issue short- 


“The new financial plan 


term temporary loan notes for sale to 


the 
“Not only will this open the field of 


public in the local community. 


public to the huge reservoir of idle capi- 
tal, but it means a potential saving of at 
least 2 percent of the total cost of hous- 
ing projects.” 

It works this way: 

When a USHA loan contract with 
a local housing authority is approved, 
cash advances on the loan automatically 
become available. Inasmuch as the in- 
terest on Federal loans, which in the 
past has ranged between 3 percent and 
34% percent, begins to operate as soon 
as funds are deposited to the credit of 
the local housing authority, naturally 
it is beneficial that funds be advanced 
as they are needed rather than in one 
lump sum. 

Under the new plan, after the USHA 
has approved requisitions for advances 
in compliance with provisions of loan 
contracts, it will forward to the Federal 
Reserve Bank of the district in which 
the local authority is located, an au- 
thorization to pay the amount of its 
loan advance to the local authority on 
a specified date. 

On the basis of this commitment, 
which is irrevocable, the local authority 
issues short-term paper to public bid- 
ders at the lowest rate of interest. Ex- 
perience in a test of the market before 
the war has shown that short-term 
money was obtained under a similar 
plan at a little less than one-half of 1 
percent. This means that during the 
construction period, ranging usually 
from 6 to 18 months, the local housing 
authority will be paying this low inter- 
est rate on its money instead of the 
higher rate of interest which the Gov- 
ernment is required by law to charge, 
it is said. 

As the short-term notes, which are 
exempt of Federal taxes and usually of 
State taxes and are non-callable, ap- 
proach the date of maturity, the USHA 
will honor the requisition of the local 
authority, by directing the deposit of 
Federal funds in the Federal Reserve 
Bank. These funds in turn will be used 
to retire the outstanding local loans. 

“I feel certain that before long most 
of the hundreds of millions of dollars in- 
vested in the construction of public 
housing projects will flow through the 
normal channels of the private invest- 
ment market. This naturally will relieve 
the Treasury of this operation and limit 
Federal participation to the subsidies 
necessary for low rents,” Strauss said. 








